STATE OF MAI NE Docket No. 98- 090
PUBLI C UTI LI TI ES COVMM SSI ON
April 30, 1998

TELEPHONE ASSOCI ATI ON OF MAI NE ORDER
| ntroduction of |ntralLATA

Presubscription in the | ndependent

Tel ephone Conpani es Service Area

VELCH, Chairnman; NUGENT and HUNT, Commi ssioners

l. INTRODUCTION

In this Order we approve, with certain nodifications, the
Tel ephone Associ ation of Maine's plan to inplenent |ntralLATA
Presubscription in the | ndependent tel ephone conpanies’ service
territories. By approving TAMs Plan we have taken another step
to enhance the conpetitive conditions in Miine's
t el econmuni cati ons mar ket .

On January 30, 1998, the Tel ephone Associ ati on of Mi ne
("TAM') filed a proposed inplenentation plan for the introduction
of IntraLATA Presubscription ("ILP") on behalf of the independent
t el ephone conpani es of Miine ("lIndependents")! According to
TAM the plan is nodel ed substantially on the NYNEX I LP plan
approved by the Conm ssion in New England Telephone and Telegraph
d/b/a NYNEX, Implementation Plan for the Introduction of
IntralLATA Presubscription, (ILP), Docket No. 97-204, Order
Approving Stipulation (Me. P.U C. My 30, 1997). TAM noted that
at the time of the filing of its ILP plan it was unsure whet her
all of its nmenbers concurred with the proposed pl an.

To address |ILP inplenentation issues rai sed by TAM s general
proposal, case conferences were held on February 24, 1998 and
March 20, 1998. On March 20, 1998, M d- Mai ne Tel ecom
("Md-Maine") filed a separate application for the inplenentation
of ILP which, according to Md-Maine, was very simlar to the
generic plan subnmtted by TAM 2

!Alist of the participating | ndependent tel ephone conpanies
is set forth on Appendi x One, attached.

2Al t hough M d- Mai ne’ s application was separately docketed,
the issues presented by Md-Miine s application are identical to
the issues presented in this case. Therefore, pursuant to
MR CGv.P. 42, we will consolidate Md-Maine’'s application into
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Based on the information presented at the case conferences,
t he I ndependents’ responses to the Exam ners’ Data Requests and
the witten subm ssions of the parties, we find that as a general
matter, the inplenmentation plan proposed by TAMis a reasonabl e
one. W note bel ow our particular areas of concern with the TAM
Plan and the nodifications which we will require. Unless
ot herwi se noted, TAMs Plan as submtted is approved.

11. IMPLEMENTATION TIME FRAME

While the IntraLATA toll market in Miine has been nomnally
conpetitive for quite sone tine, until Septenber, 1997, custoners
in Maine could only access conpetitive inter-exchange carriers by
dialing the carrier identification code (CIC or access code)

prior to dialing the nunber being called. 1In Bell Atlantic’s
territory, all other toll calls were pre-subscribed to Bel
Atlantic. In the Independents’ territories such calls were

handled jointly by Bell Atlantic and the |ndependents.

| LP all ows custonmers to use carriers other than Bel
Atlantic or Bell Atlantic/lndependents to handle their in-state
toll calls without first having to dial a carrier access code.
In New England Telephone & Telegraph Company d/b/a NYNEX,
Implementation Plan for the Introduction of IntralLATA
Presubscription (ILP), we approved a stipulation to inplenent ILP
in Bell Atlantic’s® service territory. |In our Oder in Docket
No. 97-204, we concluded that by creating toll dialing parity,
ILP elimnated a significant barrier to conpetition in Mine's
in-state long distance market. That Order, however, specifically
recogni zed that the stipulation applied only to Bell Atlantic and
did not bind the |Independents.

Gven the critical role that ILP wll play in opening up the
I ntraLATA toll market to conpetition, we find that the provision
of ILP by | ocal exchange conpanies (LECs) can no | onger be viewed
as optional but is now a part of such utilities provision of
reasonabl e and adequate service. W thus conclude that |LP nust
be i nplenmented by the Independents as soon as reasonably
practicabl e.

The generic TAM Pl an did not propose a specific date for ILP
i npl enentation by the Independents. During the case conference,
the Advisory Staff stated their preference to have |ILP
i npl enented state-wide by July 1, 1998. Mbost of the I ndependents
have indicated that they could conply with such a deadli ne.
Several, however, requested that they not be required to

3Docket No. 97-204 was commenced prior to the consunmation
of the Bell Atlantic/NYNEX nerger. To avoid confusion, we wll
refer to New Engl and Tel ephone and Tel egraph Conpany as Bel |
Atl antic throughout this Order.
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i npl ement |ILP until Septenber, 1998. These conpani es were asked
to explain, specifically, why they could not inplenent |ILP by
July 1. W received responses to this request from Conmunity
Servi ces Tel ephone, Chi na Tel ephone Conpany, Standish Tel ephone
Conpany, Mai ne Tel ephone Conpany, Lincolnville Tel ephone Conpany,
Ti dewat er Tel ecom and Saco Ri ver Tel ephone Conpany. W do not
beli eve any of these conpanies has made a conpelling case for

del ayi ng i npl enentation of ILP. However, since this case has
taken slightly |longer to conclude than anticipated, and since
several of the |Independents who were not requesting additional
time planned on inplenenting ILP at various tinmes during the
month of July, we establish August 1, 1998 as the statew de
deadline for ILP inplenentation by the |Independents.

111. DEFAULT CARRIER

One of the significant areas of difference between the Bel
Atlantic Plan and TAM s proposal concerns the issue of who should
be the "default" carrier if a custonmer has not nmade a specific
presubscription selection. 1Inits plan, Bell Atlantic proposed
that it be designated as the default carrier. This proposal,
whi ch was incorporated in the stipulation which was submtted to
us, was chall enged by AT&T whi ch proposed a system of random
allocation. In our Order Approving Stipulation, we concl uded
that Bell Atlantic's proposal to nane itself as the default
carrier was reasonable in order to avoid custonmer confusion and
resentnment fromcustoners reacting to a choice being made for
t hem

The TAM pl an provides that an existing custonmer who does not
select an alternate carrier will receive service fromone of the
foll ow ng (deci ded by each | ndependent at the Independent's
option):

1) The LEC itself, if the LEC has chosen to continue
to offer IntraLATA toll service after |LP
i mpl ement ati on; *

2) Anot her IntralLATA I XC, if the LEC has chosen to
desi gnate another IntralLATA | XC as the "designated
carrier"” for the LEC s service area at the tine of
| LP i npl ement ation; > or

3) The traditional IntraLATA toll service jointly
provi ded anong nonconpeting LECs in Maine, doing
busi ness as "LEC Toll" or the like.

*Option One is also referred to as the Originating
Responsibility Plan or "ORP."

*Option Two is also referred to as the Designated Carrier
Plan or "DCP."
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TAM s proposal did not indicate which option each
| ndependent woul d choose. O the 21 Independents participating
in this case, five have since stated they wi shed to proceed under
Option One, one stated that it would proceed (under Option Two)
using Bell Atlantic as the carrier, and the remai nder wi shed to
provi de service under Option Three. (The conpany by conpany
breakdown is provided in Appendi x Two attached.)

To address the "default carrier” issue in this case and
deci de on the reasonabl eness of the options presented by TAM it
iI's necessary to review and understand on how toll service is
currently provided to custoners in the |Independents' territories.
Until Decenber, 1997, Bell Atlantic and the |Independents have
arranged for the provision of toll service to custoners in the
| ndependents' service territories through a series of individual
toll "settlenment agreenents.” Under the provisions of these
agreenents, the Independents connected their |ocal networks to
Bell's interexchange (interoffice) toll network and remtted
their toll billing to Bell, and in return, Bell reinbursed each
| ndependent for its toll related investnents and expenses either
on a cost or an average schedule basis. |In May, 1997, Bel
Atlantic notified all Independents that it was term nating al
settl enment agreenents as of Decenber 31, 1997, and instead such
agreenents woul d be replaced by access arrangenents. Rather than
chal I enge those | ndependents who chose Option One and desi gnat ed
t hensel ves as default toll carriers, Bell Atlantic indicated at
the March 10, 1998, technical conference that it planned to
di scontinue service in those areas where | ndependents have chosen
Option One. Bell Atlantic's statenents raise the question of
what carrier, in the absence of a conpetitive intrastate tol
mar ket, has the obligation to provide IntraLATA toll service to
custoners currently receiving |ocal exchange service from an
| ndependent. The parties were requested to submt briefs on the
i ssue by March 31, 1998.

In its brief, Bell Atlantic argued that while it was
authorized to serve the entire state in its charter, it was under
no obligation to do so and that it has not, in fact, been
providing toll service to the custonmers in the Independents’
territories. The Independents did not file a brief on the issue
but commented that the toll carrier of last resort issue was a
conplicated one and should be severed fromthis proceeding. In
the neantine, TAM argued that the Conm ssion should issue an
order to inplenent ILP to those conpani es which have decided to
proceed with the Designated Carrier Plan (Option Two).

The issues related to carrier of last resort are conpl ex.
Utimtely, the question may be irrelevant if a conpetitive
mar ket devel ops for IntraLata toll service in the |ndependents’
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territories. Bell Atlantic’s pronouncenent in this case that it
plans to discontinue toll service to any area where an

| ndependent wi shes to provide toll service, however, causes us
sonme concern that a conpetitive toll market m ght not develop in
the near-termin the Independents’ service areas. Therefore,
protections nmust be provided to ratepayers should this occur.

We agree with TAM however, that |LP can be inplenented
wi thout finally resolving the carrier of last resort issue here.
It is our understanding that Bell Atlantic will continue to
provi de transport services on its toll network to the
| ndependents at just and reasonable rates and that the
| ndependents will continue to offer toll service to its custoners
ei t her independently (Option One) or in conbination wth Bel
Atlantic (Option Three) at Bell Atlantic's currently tariffed
rates.® Wth these understandings, we will approve the requests
of Saco River, Pine Tree, Oxford West, Oxford County and Bryant
Pond to be default toll carriers when ILP conmences in their
respective territories. W wll initiate a separate
i nvestigation, to be concluded before the actual inplenentation
of ILP by the Independents, to address whether, pursuant to the
requi renents of 35-A MR S.A 8§ 1104, Bell Atlantic can refuse to
serve a toll custonmer in the Independents’ territories absent
Comm ssi on approval .

IV. MUNICIPAL CALLING

I n Docket No. 97-204, we noted that one of the nost
difficult issues which arises fromthe inplenmentation of ILP is
handl i ng of Municipal Calling Service (MCS). MCS allows
custoners to call any tel ephone nunber within their nunicipality,
toll-free, even if the party called is served by a different
exchange. As we noted in our Order in Docket No. 97-204, *“local
MSC' calls (where the exchange called is within the custoners
|l ocal calling area) will continue to be handled by the | ocal
exchange conpany, in this case the Independent. The difficulty
lies with toll MCS calls which are handl ed over the toll network
and whi ch then nust be recognized as nunicipal calls by the tol
carrier and stripped fromthe calling custoner’s bill. The Bel
Atlantic ILP Stipulation provided:

It will be the IntraLATA carrier’s
responsibility to recognize these calls as
MCS eligible calls, unless the Conm ssion no
| onger wants to maintain MCS as a viable

W have not, as part of this Order, placed a specific rate
i ncrease stayout period on the Option One | ndependents.
Qobviously, any attenpt to raise rates i medi ately by these
conpanies will be carefully reviewed and nmust be fully justified
under 35-A MR S. A 88307 and 310.
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service. Wiile NYNEX wll continue to
provide MCS to its IntraLATA toll custoners,
NYNEX wi Il no | onger be able to provide MCS
to custoners who have presubscribed to

anot her carrier.”

The TAM Pl an essentially follows the approach taken in the
NYNEX Stipul ation with certain acconmopdati ons nade for the
default carrier options presented by TAM and di scussed infra. W
approve TAM s proposal with the following clarifications.

First, in the NYNEX Order we noted that customers of who

switch carriers could still receive MCS fromtheir existing
carrier or carriers by dialing the carrier’s access code. This
option should still be available to custoners in the

| ndependents’ territories. Second, to the extent Bell Atlantic
continues to serve custoners in areas where the | ndependents have
decided to offer toll service (Option One discussed above),
custoners should be able to continue to receive MCS as currently
provided fromeither Bell Atlantic or the |Independent.

V. CUSTOMER NOTIFICATION

As part of its ILP proposal, TAM subm tted proposed custoner
education materials (bill insert and toll free nessage) to be
utilized as part of the conversion to ILP. The Plan called for
the bill insert to be sent to custoners at |east ten days prior
to I LP inplenmentation and again within 90 days of initial
i npl ementation. Overall, the texts of the proposed naterials
appear reasonable. W have suggested certain nodifications be
incorporated into the proposed materials. Copies of the
education materials with our recommended changes are attached
hereto as Appendi x Three.

The proposal to begin the custonmer education canpaign only
ten days prior to inplementation of ILP wll not provide
custoners adequate notice of this significant change in their
service prior to inplenentation. W, therefore, conclude that
the bill inserts should be mailed and the toll free nessage
shoul d commence at | east 30 days prior to inplenentation.

V1. COST RECOVERY

In its ILP plan, TAM proposed to recover costs associ ated
with ILP inplenmentation over a 2-year tinme period through a
per-m nute of originating access mnute of use charge referred to
as the Equal Access Cost Recovery Charge. Each of the
| ndependents has submtted estimates of its expected |ILP costs.
We find the categories of costs included for recovery in the
recovery mechani sm proposed to be reasonable. Simlar to the
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approved Bell Atlantic Plan, cost recovery wll be trued up based
on actual costs and revenues shortly after the first and second
anni versaries of ILP inplenentation. As part of this process,

t he reasonabl eness of the actual costs incurred may al so be

revi ewed.

VI1. CONCLUSION AND RECOMMENDATIONS

Based on the above findings, we conclude that TAMs Plan for
the inplenmentation of ILP is, on an overall basis, reasonable and
with the clarifications and nodifications noted herein, approve
the Plan for ILP inplenentation by the Independents which shal
commence in accordance with the terms of this Order, no |ater
t han August 1, 1998.

Dat ed at Augusta, Miine this 30th day of April, 1998.
BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm nistrative Director

COW SSI ONERS VOTI NG FOR: Wl ch
Nugent
Hunt

This Document has been designated for publication
NOTI CE OF RI GHTS TO REVI EW OR APPEAL

5 MR S. A 8 9061 requires the Public Uilities Comm ssion
to give each party to an adjudicatory proceeding witten notice
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of the party's rights to review or appeal of its decision nade at
t he concl usion of the adjudicatory proceeding. The nethods of
revi ew or appeal of PUC decisions at the conclusion of an

adj udi catory proceeding are as foll ows:

1. Reconsi deration of the Comm ssion's Order nay be
request ed under Section 1004 of the Comm ssion's Rul es of
Practice and Procedure (65-407 C MR 110) within 20 days of
the date of the Order by filing a petition with the

Comm ssion stating the grounds upon which reconsideration is
sought.

2. Appeal of a final decision of the Conm ssion nay be
taken to the Law Court by filing, within 30 days of the date
of the Order, a Notice of Appeal wth the Adm nistrative
Director of the Comm ssion, pursuant to 35-A MR S. A § 1320
(1)-(4) and the Maine Rules of Cvil Procedure, Rule 73 et
seq.

3. Addi tional court review of constitutional issues or

i ssues involving the justness or reasonabl eness of rates may
be had by the filing of an appeal with the Law Court,
pursuant to 35-A MR S. A § 1320 (5).

Not e: The attachnent of this Notice to a docunent does not
indicate the Commi ssion's view that the particul ar docunent
may be subject to review or appeal. Simlarly, the failure
of the Comm ssion to attach a copy of this Notice to a
docunent does not indicate the Comm ssion's view that the
docunent is not subject to review or appeal.



